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KEY ECONOMIC INDICATORS 


All values in million U.S.$. Exchange rates as of March, 1974 
Unless otherwise stated. U.S.$1,00 = $20.00 


al pL/ o2/ p3/ 
1971 1972 1973 % Change 
(Cumulative) 


INCOME AND PRODUCTION P F e 
GNP at Current Prices 6,989 7,684 9,364 
GNP at Constant (1962) Prices 6,131 6,301"  7,126e 
Per Capita GNP, Current Prices 180 192? 226° 
Production of major items ('000 MT) 
Rice (paddy) (73/74) 139744 12,29. 14,175 
Corn (shelled) (73/74) 2,327" 1,300" 2,350° 
Rubber 316 326° 357° 
Tin Ore (11/73) 30 30 25 
Cement 2,771 3,378 3oean 
Petroleum Products (Mil.Liters) 5,381 6,603 7,803 
MONEY AND PRICES 
Money Supply (11/73) 1,031 1,194 1,406 
Public Debt Outstanding (11/73) i722 2,199 2,932 
External Debt Outstanding (11/73) 327 369 436 
External Debt Repayment & Interest 
as % of For. Exch. Earnings (9/73) 3.2% 2.7% 2.7% 
Interest Rates: 
Central Bank 5,8 5,10 
Comm'l Bank Prime 10.5 10.5 
Comm'l Bank Average 10.5-14 10,5-14 
Indices: 
Consumer Price (1962 = 100)4/ 124.9 139.5 
Wholesale Price (1968 = 100) 111.2 136.6 
BALANCE OF PAYMENT AND TRADE 
Gold end For. Exch. Reserves2/ 969 1,082 
Balance of Payments +191 +43 
Balance of Trade 403 -488 
Exports, FOB 1,081 1,602 
U.S. Share 136 170 
Imports, CIF 1,484 2,090 
U.S. Share 233 


Main Imports from the United States: (4i1.$)?: (1973) Machinery, Mechanical Appliances & 
parts (39.3), Tobacco (18.4), Iron & Steel (24.3), Cotton (43.8), Vehicles (12,2), 
Man-made Fibers: Discontinuous (5.4), Electrical Machinery (13.4), Petroleum Products 
(8.8), Chemical Products (8.2). 
Footnotes: (r) revised (P) Preliminary figure (e) estimate for full year 
1/ Data are converted at $20.8 = $1.00 except 1973 when $20.0 = $1 was used because 
of two changes in baht value. 
2/ To date shown, otherwise for CY 3/ Change from same period in 1972 
4/ For Bangkok-Thonburi 5/ Net Foreign Exchange position 
Sources: National Economic and Social Development Committee; Bank of Thailand; 

Economic Commercial Department; Customs Department. 





SUMMARY 


1973 was a very good year for the economy of Thailand, and for 
exports it set a record. US-Thai trade shared in this expan- 
sion. The GNP increased by more than eight percent in real 
terms and the value of exports by almost one half over 1972. 

At the same time there were also problems, such as inflation 
and the oil crisis, both of which were imported and remained 
beyond effective control of the Royal Thai Government. 
Ameliorative measures were undertaken but the problems 
persisted into 1974. 


Various developments during 1973, in particular the sudden 
over throw of the military government in 1973, affected 

the climate for doing business in a manner that also has 
continued into 1974. Investors have adopted a cautious 
attitude while awaiting the outcome of the actions underway to 
adopt a new constitution and to hold the first national 
elections since 1968 for a representative, parliamentary 
government. 


Despite the uncertainties that beset any attempt to forecast 
the economic outlook for the balance of 1974, the positive 
factors outweigh the negative by a considerable margin. Basic 
factors favoring political stability and economic aspects 
that augur well for continued economic growth have not 
changed. Moreover, despite the additional burden for the 
economy created by the oil crisis, Thai export earnings 

and foreign exchange reserves will keep this problem in the 
manageable category. The anticipated deficit on the balance 
of payments will not exceed $100 million and foreign exchange 
reserves will remain around $1 billion by year's end. 
Inflation problems will persist and supply shortages will 
limit production in some areas. Nevertheless, a growth rate 
of at least five percent in real terms is anticipated. 


For American business, Thailand should continue to be an 
attractive market and place to invest. American goods will 
continue tobe price competitive and to retain the quality 
attractions that have become traditional. The needs of 
economic growth to support a growing population, still in 
the category of developing, and the public attitude changes 
in favor of qualitative improvements of life, spell new 
opportunities for the alert American businessman. But the 
attitude changes that have been accelerated by the events 
of October also mean new challenges to American and other 
foreign business. It will be even more incumbent on the 
American businessman than in the past to demonstrate the 
mutual benefits of foreign private capital. 





TCONOMIC SITUATION AND TRENDS 


Economy Strong Despite Uncertainties in Early 1974 


External and internal developments since mid-October 1973 in 
particular have had significant consequences for the Thai 
economy and continue to influence assessments about the future. 
Added to the import into Thailand of world wide inflationary 
pressures, was the factor of increased costs, both direct and 
indirect, stemming from the oil crisis created by the abrupt 
restraints on production and sharp price increases for crude. 
For Thailand the Middle East remains the major oil source for 
the bulk of its energy needs. 


On the domestic side, the sudden overturn of the military govern- 
ment by students and others in mid-October 1973 resulted in the 
creation of an interim government that has announced its major 
objectives to be the writing of a constitution and the holding 

of national elections for a new government. Economic develop- 
ments and policies, as a consequence, have been dealt with largely 
on a short term, ad hoc basis. Investors, in turn, have been 
hesitant about making commitments pending the outcome of the 
electoral process and in response to the student and labor 

ferment that followed the October events. 


Student groups in particular have received sympathetic government 
attention for such matters of concern to them as pollution, 
hoarding and the RTG contract for a second international airport, 
among others... Moreover, the freer environment prevailing since 
mid-October has been marked by a growing ferment of political 
ideas. Critical views have been expressed on such matters as 
foreign investment and the private enterprise system. Political 
parties are beginning to form again for the first time since 
November 1971, accompanied by emerging political maneuvering and 
Suggestions of campaign rhetoric that likely will make the state 
of the economy a major issue. 


More important in an assessment of the economy than the turmoil 
and competition of ideas brought to the surface by an electoral 
campaign, however, are the political forces that favor stability 
and the economic factors that constitute resources. On both 
counts Thailand remains in a favored position. Economic prospects 
continue to be encouraging for the longer range. 





Rising Petroleum Prices a Problem But Not a Crisis 


About 85 percent of Thailand's energy requirements come. from 
oil, almost all of which is imported. So far there has been no 
major dislocation of the Thai economy because of the oil crisis, 
although tin, textile and fisheries production has been hurt by 
the shortage of diesel fuel. Thai exports were hampered for a 
time by the shortage of bunkers, and shipping costs have jumped 
sharply. Moreover, shortages of some petroleum-derived products 
are having an adverse affect on Thai industry and agriculture 
this year, with raw materials for man made fibers and fertilizers 
being two major examples. Increas@ prices for POL are still 
working their way through the economy and further secondary price 
increases appear unavoidable. 


For imports of crude oil and derivatives, Thailand will have to 
pay an additional $350 to 400 million in foreign exchange in 1974. 


Fortunately for Thailand, its exports of agricultural products 

and raw materials remain in great demand at very favorable prices. 
As a result the deficit on the balance of payments for the year 

is estimated at no more than $80 to $100 million, and total foreign 
exchange reserves are expected to remain at over one billion 
dollars. 


Economic Performance in 1973: Agriculture Rebounds, Foreign 
Trade Booms, but Investment Lags. 


Thailand's current five-year plan (1972-1976) calls for an average 
annual growth rate of seven percent. Thailand's planning agency, 
the National Economic and Social Development Board (NESDB), has 
estimated that the growth rate for 1973 was 8.6 percent, well on 
target. With production at or near record levels for most crops, 
agrigulture rebounded sharply from the drought-affected levels of 
1972. The year-end rice harvest at an estimated 14.2 million tons 
of paddy was up 15.3percent from 1973, thus providing Thailand with 
a large exportable surplus for 1974. Corn and sugar prices were 
strong all year but prices for kenaf and tapioca weakened. 
Although now accounting for less than 30 percent of the GDP, agri- 
culture still plays the key role in the Thai economy, employing 
some 75 percent of the workforce and producing most of the export- 
able surplus that supports the importation of manufactured goods 
and raw materials. 





Production by Thailand's manufacturing sector was up more than 
nine percent and wholesale and retail trade was up twelve percent 
over 1972. Eachd these sectors accounts for about 19 percent 

of the GDP. The public sector increased at a lower rate than the 
average for the GDP, and construction lagged together with the 
service industries. 


Foreign trade boomed in 1973. The value of merchadise exports 
increased 48 percent to over $1.6 billion and imports by 41 per- 
cent to over $2 billion. The relatively faster export growth 
limited the increase in the trade deficit to 21 percent. Rice 
exports, which rdlected the relatively poor 1972 crop year, were 
an exception to the general rule of sharply improved export 
performance in virtually all other commodities. Rubber moved 
into first place as a foreign exchange earner, followed by rice 
and corn. Textiles were the chief Thai manufactured export with 
a value of $90 million, almost triple the value of the year 
before. 


Thai-US trade shared in the sharp expansion of Thailand's total 
foreign trade. Imports from the U.S. to Thailand increased by 

25 percent to a value total of $292 million and exports from 
Thailand to the U.S. registered comparable figures of 25 percent 
and $170 million. Japan remained Thailand's principal trading 
partner, followed by the U.S., but the trade imbalance between 
those two countries narrowed' whereas that with the U.S. widened. 
Moreover, income from American tourists, the U.S. military presence 
and from U.S. economic assistance exceeded the trade deficit and 
gave Thailand a surplus in its total accounts with the U.S. 


Private gross investment increased in 1973, but government invest- 
ment declined. Total fixed capital formation did not expand as 
rapidly as had been anticipated, but inventories were way up. 

From 1970 to 1972 private gross investment was relatively 

stagnant as the economy absorped the effects of the boom in invest- 
ment which had taken place in 1967-69. A pickup in the latter 
part of 1972 gave hope that there would be a substantial increase 
in 1973, but preliminary 1973 national accounts show private 

fixed gross capital formation up only 11 percent (cortant prices). 
With government gross investment down over six percent, the total 
fixed capital formation rose by only five percent. Government 
capital spending will be slow in 1974 because the substantial 
increase in tle prices of imported capital goods from the spring 
of 1973, when the present RTG budget was formulated, will nec- 
essitate compensating measures or a revision of projects. 





Balance of Payments Surplus in 1973 But for 1974 
Small Deficit. 


Thailand has generally followed conservative economic policies 
and watches the level of its foreign exchange reserves very 
closely. In 1973 the balance of payments surplus was some 

$43 million compared with $191 for the year before. The capital 
account was down by 50 percent because of a decline in foreign 
investment. Overall, private capital movements were down over 
70 percent, with direct investment lower by about 25 percent. 
The substantial decline in short-term private financing can be 
accounted for in part by increased domestic financing of exports. 
On the other hand, net medium-long term capital inflows on the 
government account doubled in 1973 over 1974. 


Earnings from tourism were up 32 percent to $173 million, about 


equal to rice as a foreign exchange earner. Net foreign exchange 
reserves increased by $113 million to reach $1,082 million at 
year-end. 


For 1974 a balance of payments deficit of $80 to $100 million is 
in prospect. Booming demand for Thailand's major commodities 
should increase exports to over two billion dollars. Increased 
oil costs are expected to cause a jump of $350-400 million in the 
import bill and total imports should be above $2.5 billion. 
Tourism will probably not increase as much as it did in 1973 and 
U.S. military spending should decline. Nevertheless, foreign 
exchange reserves will still be a healthy level of about one 
billion dollars at the end of 1974. 


Inflation Expected to Continue in 1974 


The wholesale price index was up nearly 23 percent over last year 
and the consumer price index for Bangkok was up 12.3 percent. 
Increased rice prices were a signficant factor and higher prices 
for imports affected by world-wide inflation were another. Wage 
earners and persons on fixed incomes have been the principal 
sufferers. Strikes in the summer of 1973 and to an important 
extent those that followed the mid-October overthrow were a 
reaction to price increases, especially on rice. A continuing 
cause for uncertainty in the labor sector is the extent of the 
erosion of wages from the continuing inflation in 1974. 





Among the anti-inflationary measures taken by the government 
have been the tightening of bank credit, the imposition of 
controls to prevent market manipulation of key commodities, 

and continued efforts, including fixed price shops to hold 

down the price of rice. The money supply increased by nearly 
19 percent in 1973 and the country's financial authorities 
announced measures to restrict credit in early 1974. Neverthe- 
less, the outlook is for more inflation in 1974, but probably 
at a slower rate than in 1973. 


Continued Economic Growth Foreseen Even Though Short Term Outlook 
Remains Unclear. 


A growth rate of at least 5 percent in real terms is foreseen 
for 1974 (versus more than 8 percent in 1973) despite the 
political and economic uncertainties that will persist 

through much of 1974. Inflationary pressures and raw 

material shortages may ease but are unlikely to disappear; 
imported crude oil will continue to cost substantially more 

than in the recent past. As long as world prices for Thailand's 
exports remain high and growing conditions remain favorable, 
Thailand will have the means to pay for these imports. However, 
there will continue to be a net loss to the economy in the 
amount of additional foreign exchange that must flow to the 
Middle East to pay for this oil instead of being available for 
domestic utilization. Moreover, world prices for primary 
products are traditionally volatile and could suddenly decline. 
Supply shortages are likely to remain a problem. 


IMPLICATIONS FOR THF UNITED STATES 


The economic and political uncertainties that currently mark the 
Thai scene should be looked upon as providing opportunities and 
challenges to American businessmen as well as problems. Neverthe- 
less, the positive economic and political factors outweigh the 
negative by a considerable margin. The adverse consequences of 

the oil crisis, world-wide inflation and the uncertainties 

inherent in a period of transition from traditional authoritarian 

to representative government must be weighed against the attractions 
of an expanding market of 40 million people that will double 

within 25 years, basic political stability, a history of respectable 


economic growth accompanied by fiscal responsibility, and a com- 
mercially strategic location. 





The challenges are to be found in recognizing and adapting to 

the recent changes that have occurred in the requirements for 

doing business in Thailand. These changes are more psychological 
than political or economic. Although the government is in a 

state of transition to a more representative form of constitutional 
democracy, it welcomes and asserts the need for Thailand to attract 
foreign private capital. Interest groups have become increasingly 
active and can be expected to scrutinize foreign business activi- 
ties more closely than in the past. Nationalism, although of a 
benign nature, is a growing force; its most recent legal mani- 
festation was the two decrees on Alien Business and Alien Occupation 
dating from late 1972. The sentiments that inspire this growing 
nationalism have been further stimulated by the events in 

October 1973. A more critical approach to the contributions that 
foreign companies can make to a growing economy should be anticipated. 


The opportunities for American business are to be found in the 
markedly improved price competitiveness that has been strongly 
influenced by the recent world monetary re-alignments. American 
goods need no longer compete primarily on quality only. World 
shortages and inflation also are motivating Thai importers to seek 
new sources of supply. 


Agri-business is one of the more obvious areas with potential for 
American business. To be included are food processing and packag- 
ing machinery, farm implements and vehicles, seeds and fertilizers. 
The fisheries industry is expanding. The textile industry is 
developing rapidly to supply domestic and foreign markets with 
consequent demand for machinery and raw materials often exceeding 
supply. <A petrochemical industry is ripe for development and 
expansion. New sources of energy are being sought, with tenders 
for the country's first nuclear power plant to be issued in the 
next few months; oil exploration is continuing apace, SNAXWAZH 

new hydroelectric facilities being planned. Thermal units are 
being looked at more positively because of the oil crisis. Fuel- 
saving devices should enjoy a good market. 


There is also a new social awareness in the country, with increasing 
attention being given to environmental pollution control, to better 
and more efficient educational facilities and to better housing. 

The tourist industry is burgeoning, with many new hotels planned 
which will need a wide variety ¢d equipment and furnishings. Linked 
to tourism is a need for airport expansion, better ground trans- 
portation and recreation facilities. Consumer goods will continue 
to enjoy a market, with one of the largest department stores in 
Southeast Asia nearing completion in Bangkok. Although Thailand 

is still not ready for the most sophistikated machine tools and 





electronic items, the use of computers and software is increasing, 
as is the demand for modern office equipment, reprographic 
machines and scientific instruments. There is also a constant 
need for engineering and consulting services. 


Thus, although business conditions for the near future are still 
not clear, opportunities for the future seem very good indeed. 
Some U.S. companies are expanding and others are making careful 
preparations to take advantage of these future opportunities. 





a major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
[_] Number of establishments [-] Data on 521 franchise operations 
{_] Volume of sales Description of operations 
[] Employment in franchising Equity capital needed 


[] International operations Training provided 
[-] Changes in ownership [-] Sources of franchising information 
[_] Data by key business sectors [] Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


ORDER FORM — Please send me copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
C) Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No 
, T A 
(Catalog No. C57.502:F84/972-74), at $1.25 each. | '*! Amount $——_—— 


[_] Franchise Opportunities Handbook MAIL ORDER FORM 
(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO ee ee eee 


: Enclosed 
Name Superintendent of Documents To be mailed 


U.S. Government Printing Office ister 
Washington, D.C. 20402 Retaad 


Coupon refund 
Postage 





Address 


or any U.S. Department of 
City State Zip code Commerce District Office 





(please type or print) 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 
To Insure Prompt, Accurate Shipment, Place Correct Address on Mailing Label Below 


U.S. Government Printing Office ’ 
Public Documents Department POSTAGE ™ 
Washington, D.C. 20402 AND FEES PAID 
Name U.S. GOVERNMENT — 
———- 


OFFICIAL BUSINESS : PRINTING OFFICE 
SOI FOI: ceetnsnnnineemiesiniinniieieinintaiaininnanaainnimmmnemaiaeinsmaiaiaintn 375 

Return after 5 days Special Fourth Class Rate 
City, State, and ZIP Code einen Book 
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